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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, JANUARY 3, 2001
COVWONVWEALTH OF VIRA NI A, ex rel.

STATE CORPORATI ON COW SSI ON

V.
MUTUAL BENEFI TS CORPORATI ON, CASE NO. SEC000005
SAM R GHGSH, CASE NO. SEC000006
DAVI D HARDY, CASE NO. SEC000007
FRED WOODBURY, CASE NO. SEC000009
G_ENN BOLLI NGER, and CASE NO. SEC000010
JI' M EPPS, CASE NO. SEC000012
Def endant s

SETTLEMENT ORDER

The Commi ssion's Division of Securities and Retai l
Franchising ("Division") instituted an investigation of
Def endants, Miutual Benefits Corporation ("MBC'); Samr Ghosh,
Davi d Hardy, Fred Wodbury, d enn Bollinger, and Ji m Epps
("1'ndividual Defendants"), pursuant to 8 13.1-518 of the
Virginia Securities Act, ("Act"), 8§ 13.1-501 et seq. of the Code
of Virginia. On February 2, 2000, the Division issued a Rule to
Show Cause in this matter.

As a result of its investigation the Division issued an
Anended Rul e to Show Cause on March 3, 2000, in which the
Di vi si on al | eged:

1. MBC of fered and sold viatical settlement contracts to

residents of Virginia from February 19, 1995 to July, 1998.


http://www.state.va.us/scc/contact.htm#General

2. Viatical settlement contracts are investnment contracts
and therefore securities as defined in 8§ 13.1-501 of the Act.

3. | ndi vi dual Defendants offered and sold viatical
settlenent contracts to eighty-seven (87) residents of Virginia.

4. I ndi vi dual Defendants were not registered as
securities agents to offer or sell securities under 8 13.1-504 A
of the Act.

5. MBC transacted business by and through its securities
agents without registration as a broker-dealer or issuer in
violation of § 13.1-504 A of the Act.

6. MBC enpl oyed unregi stered I ndividual Defendants in
violation of § 13.1-504 B of the Act.

7. MBC and | ndi vi dual Defendants offered and sold
unregi stered securities in this state in violation of 8§ 13.1-507
of the Act.

8. MBC and | ndi vi dual Defendants provi ded prospective
purchasers with disclosure materials that were used to obtain
nmoney by neans of untrue statenents of nmaterial fact and
omssion to state material facts necessary in order to nmake the
statenents nmade, in |light of the circunstances under which they
were made, not misleading, in violation of § 13.1-502(2) of the
Act .

MBC and I ndi vi dual Defendants fil ed an answer denying the

al l egations, and neither admt nor deny the allegations, but



admt to the Commission's jurisdiction and authority to enter
this order.

As a proposal to settle all matters arising fromthe
al | egati ons nmade agai nst them MBC and I ndividual Defendants
have offered and agreed to the entry of the follow ng findings
of fact and conclusions of law and to conply with the foll ow ng
ternms and undert aki ngs:

Fi ndi ngs of Fact and Concl usi ons of Law

(1) MBC was not registered as a broker-deal er pursuant to
§ 13.1-504 A of the Act when the transactions alleged
in the Rule to Show Cause was entered.

(2) The viatical settlenents contracts alleged in the
Amended Rul e to Show Cause were not registered
pursuant to 8§ 13.1-507 of the Act and MBC nade no
filings with the Comm ssion in connection with any
cl ai med exenption fromregi stration under the
provi sions of the Act.

(3) One or nore of the sales of viatical settlenents
contracts were inadvertently made in violation of the
regi stration provisions of the Act.

(4) There is no factual basis for a finding of any
violations of the Act by MBC or |Individual Defendants
in connection with any transaction with any person

named on the stipulation filed under seal with the



Commi ssi on on Septenber 28, 2000. References
hereinafter to transactions or persons alleged in the
Amended Rul e to Show Cause (including Exhibit B

t hereof) shall exclude the transactions involving such

persons.

Ternms and Undert aki ngs

(1)

(2)

(3)

MBC shall refrain fromany conduct which constitutes a
violation of the Act or the Rul es pronul gat ed

t her eunder.

MBC and | ndi vi dual Defendants shall not offer to sel

or sell any fractional interests in any viatica
settlement contract in the Commonweal th of Virginia

wi t hout registering such fractional interest under the
Act or nmaking the required filing, either by

regi stration or appropriate exenption from

regi stration.

MBC shall make a witten offer of rescission,
rescission to be the anmount of the original investnent
fromthe date of purchase plus six (6% percent
interest, to the residents of Virginia show on
Exhibit B to the Arended Rul e to Show Cause.

(a) The letter with the proposed rescission offer

will be sent to the Division and approved prior



(b)

(c)

(d)

to distribution to the Virginia investors. Such
approval shall not be unreasonably w thheld.
Wthin thirty (30) days of the Comm ssion's entry
of this settlenment order, MBCwll file a
proposed rescission plan wwth the Division. Once
the Division approves the proposed rescission
plan, MBC will have thirty (30) days to
distribute the rescission offer. Such approval
shall not be unreasonably w thheld. The approved
resci ssion plan nust be conpleted within twelve
nont hs of the Division's approval of the plan.
The rescission plan will not include any viati cal
settlenents contracts where the |life insurance
policy has matured and princi pal and interest has
been paid to the investor. Each rescission
letter will cover one viatical settlenents
contract. Contracts will not be aggregated by

i nvestor.

Evi dence of conpliance with the provisions of
this section will be filed with the D vision
within thirty (30) days of the date of the

conpl etion of the rescission plan; that such
evidence will be in the formof an affidavit,

executed by the president of MBC and whi ch shal



(4)

(5)

contain the following information: (i) the date
on whi ch paynment was renmitted to each investor
(ii1) the amount of paynent remtted to each
investor, or, if applicable, (iii) a copy of the
signed rejection by any investor who refuses the
of fer of rescission or proof of mailing to
investor if there has been no response.

(e) To the extent the rescission plan applies to any
Virginia investor who in a single transaction
purchased only an entire interest (as opposed to
a fractional interest) in one or nore life
i nsurance policies, this settlenent shall not
prejudi ce any future application by MBC seeking a
determ nation, order, ruling, or pronul gation of
a regulation to the effect that interests in
entire life insurance policies are not securities
under the Act or other current |aws or
regul ations.

Pursuant to 8 13.1-521 of the Act, MBC shall pay a

fine in the anount of ten thousand dollars ($10, 000)

to the Commonweal t h.

Pursuant to 8§ 13.1-518 B of the Act, MBC shall pay to

t he Conmmi ssion thirty thousand ($30,000) dollars to

defray the costs of investigation.



(6) Individual Defendants shall refrain from any conduct
t hat constitutes a violation of the Act or the Rules
promul gat ed t her eunder.

The Division has recommended that MBC and | ndi vi dual
Defendants' offer of settlenent be accepted pursuant to the
authority granted to the Conmission in 8 12.1-15 of the Code of
Vi rginia.

NOW THEREFORE, | T | S ORDERED THAT:

(1) Pursuant to the authority granted to the Conm ssion in
§ 12.1-15 of the Code of Virginia, MBC and I ndividual
Def endants' offer of settlement is accepted.

(2) WMBC and I ndividual Defendants fully conply with the
aforesaid ternms and conditions of the settlenent.

(3) MBC and I ndividual Defendants refrain fromany further
conduct which constitutes a violation of the Act or the Rules
pronul gat ed t her eunder.

(4) Pursuant to 8§ 13.1-521 of the Act, MBC pay a penalty
to the Commonwealth in the total of ten thousand ($10, 000)
dollars upon entry of this settlenent order.

(6) Pursuant to 8 13.1-518 B of the Act, MBC pay to the
Conmi ssion the total sumof thirty thousand ($30,000) dollars
for the cost of the Division's investigation. Paynment of the

costs of investigation will be nade in the foll ow ng way:



(a) Ten thousand ($10,000) dollars within thirty (30) days
of entry of this settlenent order.

(b) Ten thousand ($10,000) dollars within sixty (60) days
of entry of this settlenent order.

(c) Ten thousand ($10,000) dollars within ninety (90) days
of entry of this settlenent order.

(7) The sumof forty thousand ($40,000) dollars as
descri bed in paragraphs (5) and (6) above i s accepted.

(8) Al issues raised in this matter are hereby settled
and this matter is dropped fromthe Conm ssion's docket and the

papers herein placed in the file for ended causes.
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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHMOND,

COWONVEALTH OF VIRG NI A, ex rel .

STATE CORPORATI ON COWM SSI ON

V.

MUTUAL BENEFI TS CORPORATI ON, CASE NO. SEC000005
SAM R GHOSH, CASE NO. SEC000006
DAVI D HARDY, CASE NO. SEC000007
FRED WOODBURY, CASE NO. SEC000009
GLENN BOLLI NGER, and CASE NO. SEC000010
JI M EPPS, CASE NO. SEC000012

Def endant s

ADM SSI ON_ AND CONSENT

The Defendants admit to the jurisdiction of the State
Cor poration Conmi ssion as to the party and subject matter hereof
and, without admtting or denying the allegations made herein by
the Division of Securities and Retail Franchising, hereby
consent to the form substance and entry of the foregoing
Settl enent Order.

The Defendants further state that no offer, tender, threat
or prom se of any kind what soever has been made by the
Comm ssi on any nenber, enpl oyee, agent or representative thereof

in consideration of the foregoing Settlenent Oder.

Dat ed: Mut ual Benefits Corporation




Seen and approved by:

Joel F. Brenner

Storch & Brenner

1001 Connecticut Avenue, N W
Washi ngton, D.C. 20036

Dat ed:

Dat ed:

Dat ed:

Dat ed:

Dat ed:

Seen and approved by:

David A. Hickerson

Weil, Gotshal & Manges LLP

1615 L Street, NW, Suite 700
Washi ngton, D.C. 20036-5610

10

By:

Title:

Ri chard Kraut

Storch & Brenner

1001 Connecticut Ave.,
Washi ngton, D.C. 20036

N. W

Sam r Ghosh

Davi d Har dy

Fred Wodbury

G enn Bol i nger

Ji m Epps



